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FEDERAL TRADE COMMISSION
FTC Chairman James C. Miller III urged Congress to continue the FTC's existing
authority over professions, speaking before the House Energy and Commerce
Subcommittee on Commerce, Transportation and Tourism. Mr. Miller appeared
with Commissioners David Clanton, Michael Pertschuk, Patricia Bailey and
George Douglas to testify on the FTC's reauthorization bill. Mr. Miller
stated, "The goal of the FTC is to foster a competitive marketplace, one
that is free of acts of unfairness and deception that reduce the efficiency
of that market. It is imperative that the Commission continue to have anti
trust and consumer protection jurisdiction over the professions, with Congress'
help the FTC will continue to apply our energies and the taxpayers' resources
in the most efficient and effective ways possible as we seek to achieve the
goals you have set for us." It is the "professions" issue which halted legis
lative action on the agency's reauthorization in the 97th Congress. The con
flict, despite attempts by the staffs of the FIC and the Congress, has not
yet been resolved. The Commission's united opposition to an exemption for
professionals dissolves for most other issues. The policy disputes on the
Commission may harden the resolve of many Congressmen, as was evident by
Chairman Jim Florio's (D-NJ) opening remarks, "More and more we are hearing
questions raised about the committment of the current FTC administration to
vigorous enforcement of the law and protection of consumers." According to
Miller, the reauthorization levels should be $73.6 million for FY 83, $68.1
million for FY 84 and $58.8 million for FY 85. The chairman also suggested
a $1 million cap on civil penalty liability and would require a cost benefit
analysis of affirmative relief requirements in consumer protection orders.
OFFICE OF MANAGEMENT AND BUDGET
Recent proposals to revise QMB Circular A-122 will be scrapped according to con
tact with OMB's Public Affairs Support Group on 3/11/83, but new proposals
will be issued "in a few months." OMB Circular A-122, Cost Principles for
Nonprofit Organizations would have been amended by proposed revisions which
appeared in the 1/24/83 Fed. Reg., pp. 3348-51. These proposals would have
established special provisions for costs related to political advocacy.
Similar rules for civilian and defense contractors were to be addressed by
the Department of Defense, General Services Administration, and NASA. Op
position to the OMB proposal united diverse groups which urged changes to
the definition of political advocacy and the resultant disallowance of re
lated costs. Congressional opposition was expressed during recent hearings
held by a House Government Operations Subcommittee (see the 3/7/83 Wash. Rpt.)
and the Subcommittee on Civil and Constitutional Rights, House Committee on
the Judiciary. Based on earlier statements by QMB Deputy Director Joseph R.
Wright, Jr., the issuance of new proposals will be followed by a 45 day com
ment period, with a final revision to occur approximately four months later.
Implementation of any revisions, if adopted, could be delayed until 1984.
OMB expects DOD, GSA, and NASA to follow a similar approach and perhaps wait
until OMB issues its revisions.
SECURITIES AND EXCHANGE COMMISSION
Significant amendments to Rule 10b-6 liberalizing certain prohibitions on under
writing activity were adopted in a recent SEC open meeting. Rule 10b-6 was
adopted to codify and clearly formulate SEC interpretations and decisions,
and to itemize a class of transactions that violate the antimanipulative
provisions of the 1934 act. The new amendments will reduce to two days,
from a current 10 days, prohibitions which preclude an underwriter from
buying or selling a security it intends to distribute. This reduction in
the so-called "cooling off period" will apply if the security has a minimum
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public. Stocks not meeting the price and "public float" requirement will
still subject the underwriter to the 10 day restrictive period.
Bank holding companies will have to report a "one step" income statement that
combines earnings from operations and investments under amendments recently
approved by the Commission. The revisions are another step in the Commission's
efforts to integrate disclosure requirements under the Securities Act and the
Securities Exchange Act. Chairman Shad was critical of the action indicating
that the changes would make bank holding company financial statements more
confusing, noting that putting portfolio earnings in a footnote might cause
investors to miss a potentially volatile factor. The AICPA is expected to
release for comment a proposed Statement of Position on the one-step inccme
statement in the near future.
TREASURY, DEPARTMENT OF
Income, gains, losses, deductions and credits from partnerships must be distributed
among the partners on the basis of their economic interests in the partnership
under provisions of a recent notice of proposed rulemaking from the IRS (See
the 3/9/83 Fed. Reg., pp. 9871-86). The proposals implement changes in tax
code Section 704 (b) made as part of the Tax Reform Act of 1976. The proposals
provide for the distribution of the tax benefits frcm a partnership when
distributive shares are not provided for in the partnership agreement or the
allocation to a particular partner is not based on economic interests. A
two part test for determining what the IRS calls "substantial economic effect"
and rules for determining a partner's interest in the partnership are also
included in the proposal. The two part test to determine economic effect is
based on the assumption that such effect exists only when allocation will
actually affect the dollar amount received by each partner. A public hearing
on the proposals will be held on 5/4/83. Written comments and requests to
speak at the hearing are requested by 4/20/83. For additional information
contact John Schmalz at 202/566-3289.
The IRS recently released proposed regulations implementing the new tax penalty
provisions of the Tax Equity and Fiscal Responsibility Act of 1982 relating
to substantial understatement of inccme tax liability. The proposals, under
tax code Section 6661, generally provide guidance on the circumstances that
could be utilized in order to reduce the understatement of tax liability
for penalty provisions, including the new substantial authority test and
adequate disclosure in an attached statement.
Also issued by the IRS was
revenue procedure 83-21, which outlines circumstances when a separate dis
closure statement will not be required in order to reduce tax liability in
measuring the penalty. The revenue procedure is scheduled to be updated
annually. The IRS also announced, as part of the proposals, that those
making a good-faith effort to assess their proper tax liability under the
law will not be penalized. Written comments and requests for a public hearing
on the proposals are requested by 5/16/83. For additional information contact
Ewan Purkiss at 202/566-3238.
SPECIAL:

JAMES S . DWIGHT J R . , CPA APPOINTED TO ACIR

James S . Dwight Jr ., CPA was recently appointed by President Reagan to serve as
a private citizen member of the Advisory Commission on Intergovernmental
Relations. Mr. Dwight is currently a partner with Deloitte Haskins & Sells.
Before joining Deloitte Haskins & Sells in 1975, Mr. Dwight was Administrator
of the Social and Rehabilitation Service in the Department of Health, Educa
tion and Welfare and Associate Director of CMB. Mr. Dwight also served as

-3the Chief Deputy Director of California's Department of Finance from 19661972. Recently, Mr. Dwight has been an advisor to the White House Office of
Policy Development, a member of the President's Cabinet Council Working Group
on Federalism, and Chairman of the President's Commission on Hostage Compensa
tion. Mr. Dwight, one of three private citizen members of the ACIR, will
serve a two year term and replaces Eugene Eidenberg. The ACIR is the perma
nent, bipartisan and independent Commission established by Congress in 1959
to m
o n i t o r federal, state, local governmental relations and make recommenda
tions for change.
SPECIAL:

AICPA ISSUES REVISED BANK AUDIT GUIDE

Major changes in the banking industry have led to the recent publication of the
AICPA's Revised Bank Audit Guide. The revised guide was prepared by the
Institute's Banking Committee to assist independent auditors in the examina
tion of financial statements by banking institutions. The guide addresses
issues such as accounting, auditing, financial reporting of transactions
in the areas of investments and trading securities, loans and related loan
reserves and consolidations. Because of continuing change in the industry,
the banking committee plans to publish amendments to the guide as the issues
are resolved. Areas under study include: allocation of purchase price in
bank acquisitions; regulatory mark-to-market accounting; and, guidance in
defining "substantially the same" as it applies to securities and other assets
exchanged. Copies of the Bank Audit Guide may be obtained for $8.50 from the
AICPA's Order Department at 212/575-6426.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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